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Abstract 
Since 2000, when the EU Council approved the “European Charter for Small Enterprises”, micro and craft (-type) enterprises 
have been receiving increased attention. The national and local environments, in which SMEs operate, are very different and so is 
the nature of SMEs themselves (including crafts, micro-enterprises, family owned or social economy enterprises). The purpose of 
the study was to identify similarities and differences in craft in Latvia and Serbia and find out the main challenges from the 
perspective of trends. Regardless of the range of problems faced by the craftsmen, in both countries they tend to increase the 
output of their goods/services as well as introduce new goods/services. A government craft promotion programme designed and 
implemented in the country may tackle development challenges. 
© 2015 The Authors. Published by Elsevier Ltd. 
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1. Introduction 
Small and medium-sized enterprises (SMEs) play an important role with regard to the competitiveness of the 
European economy (European Charter...). Micro and craft (-type) enterprises make up not only the vast majority of 
SMEs in Europe, but are also the main source of job creation in the European Union, being active in many rather 
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traditional professions that are essential for the prosperity and wellbeing of both urban and rural areas (Identification 
of future...). By its nature, craft is one of the types of micro-enterprises because in both micro-enterprises and crafts 
the owner plays an important role, being directly involved in the business, bearing major personal responsibility, and 
preferring to be financially independent. 
Crafts have developed in the majority of European countries on the basis of specific national traditions and 
frameworks, thereof this segment in Europe is very diverse, covering a multitude of different professions and trades, 
and providing vital products and services for local communities all over Europe. The widespread geographical and 
cultural area differences among crafts within countries prompt one to explore crafts as business challenges across 
national borders.  
The goal of the study is to identify similarities and differences in craft in Latvia and Serbia and detect the main 
challenges from the perspective of trends. In order to achieve the goal, the research was focused on three tasks: 1) to 
analyse the characterization of craftsmen’s entrepreneurship; 2) to explain the major risks encountered by craftsmen 
in their economic activities; 3) to find out craftsmen’s planned directions for activity improvement.  
The method of the research: to obtain this information, the authors performed a random sample (n = 44 in Serbia; 
n = 50 in Latvia) structured interviews with craftsmen involved in entrepreneurship that were regarded as 
representatives of a professional cluster. For the analysis of information, the authors used both methods of 
comparative benchmarking and descriptive statistics, which allowed for the solving of the tasks of the study. 
The methodological basis of the study was based on the Global Competitiveness and Knowledge Economy 
Theory.   
Business development and economic competitiveness are based on a number of pillars, the influence of which is 
changing depending both on a business development phase and on the perspective of macroeconomics or 
microeconomics (Porter M.).  If economies in the first stage are mainly factor-driven and compete based on their 
factor endowments as well-functioning public and private institutions, well-developed infrastructure and a stable 
macroeconomic environment, then their further development is mainly promoted by employees’ higher education 
and skills, more efficient production processes and increased product quality, which ensure wider market 
opportunities (the efficiency driven stage). Whereas the furthest development perspectives (the innovation-driven 
stage) require businesses to be able to compete with new and/or unique products, services, models, and processes, 
which are provided by research collaboration of university-industry and enhancement of intellectual property 
protection (The Global., 2012). 
Knowledge economy theories tend to focus more on issues devoted to obtaining and using knowledge and skills, 
which affect the development of a competitive economy. A greater reliance on intellectual capabilities than on 
physical inputs or natural resources is regarded as the key component of a knowledge economy (Powell W. W. and 
Snellman K.). Intellectual capacity relates to both the creator of knowledge and user of knowledge and requires not 
only the ability to know but also the skills to apply this knowledge practically. Therefore, special emphasis is also 
placed on skills. A study initiated by the European Commission on future skills needed in micro and craft  
(-type) enterprises leads to the conclusion that for their successful development, it is necessary to have skills 
combining work processes and market activities together with organizational skills and technical/legal skills as well 
as communication and personal skills. Yet the demand for these skills increase with lower intensity, while the 
demand for such skills as customer and market orientation, working in cooperative and collaborative international 
work structures, and management skills tends to increase substantially (Identification of ...). Consequently, 
mastering skills necessary for entrepreneurship, especially those that are especially required, should be regarded as a 
challenge to be urgently addressed (Bikse & Rivza, 2013).  The views of both theories determine opportunities for 
deeper analysis and assessment of craft as entrepreneurship. 
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2. Characterization of Entrepreneurship of the Interviewed Craftsmen  
 
The set of interviewed craftsmen includes entrepreneurs with differing amount of experience, beginning with 
three-year experience up to experience that exceeds five years. Moreover, the set incorporates craftsmen with 
different volumes of activities during the year, beginning with seasonal activities up to regular activities throughout 
the whole year. Such coverage of the interviewed craftsmen enabled the authors to obtain both the overall view of 
Latvian and Serbian craftsmen and to determine the impact of craftsmen with differing levels of experience and a 
differing volume of activities on entrepreneurship.   
In general, craftsmen who have reached or exceeded five years of work experience engage in  entrepreneurship 
rather regularly throughout the year, or work on special orders (in Latvia  - 76% and 12%; in Serbia  - 25% and 
29,5%). As far as the duration of employment within a year period, the tendency to develop, expand and place new 
products in production is characteristic both of the craftsmen’s group that performs activities throughout the year 
and of the group that works seasonally or only on orders. Therefore, the authors conclude that craftsmen, regardless 
of their present volume of employment, can be characterised by common tendencies of extending and improving 
activities as well as introduction of new products in production.  
Seasonal work and work on order can be regarded as a direction from starting a business to a stable activity 
throughout the year, which is characterised by the tendency to expand production and the introduction of new 
products. Regarding the nationality, in Serbia, both studied groups of craftsmen are more inclined towards 
increasing production volumes and new product introduction than Latvian craftsmen.  
 
Table 1 Highlighting development perspectives in the view of the interviewed craftsmen 
 
The current employment volume 
Options for the development perspectives 
Continue production at 
the current volume 
Expand the current 
production volume 
Introduce new products 
Latvia 
Regularly throughout the year 19 17 4 
Seasonally or on order 5 3 2 
Total 24 – 48.0% 20 – 40.0% 6 – 12.0% 
Serbia 
Regularly throughout the year 1 6 8 
Seasonally or on order 4 11 14 
Total  5 – 11.4% 17 – 38.6% 22 – 50.0% 
Source: Authors’ calculations according to the results of the structured interviews  
 
The highlighted difference between opinions could be connected with comparatively different craft product 
domination in the products produced by Latvian and Serbian craftsmen. The craftsmen interviewed in Latvia were 
highly involved in food crafts, which currently particularly on the increase in Latvia, while in Serbia, craftsmen can 
be more characterised as producers of different souvenirs that are of interest to tourists. To assess the development 
trends of particular craft trends, it is necessary to perform a deeper study with a larger number of surveyed persons; 
however, the present overview gives evidence that micro-entrepreneurship, in general, tends to expand in both 
countries.  
 
2.1 Problems encountered by craftsmen in entrepreneurship 
 
Like any business, craft is also confronted with a series of problems or risks, which include both objective 
external conditions and subjective problems arising from a craftsman’s personality and capability. According to the 
Competitiveness Theory, in the  business start-up phase, the situation of the external environment forms up to 60% 
of all the  entrepreneurial pillars and retains a comparatively strong impact – up to 20% also in the third phase (The 
Global, 2012). The presence or absence of these pillars can be regarded as the likelihood of different business risks.  
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Table 2. The average normalised risk score in the view of the interviewed Latvian and Serbian craftsmen, and its ranking (each risk is rated on the 
scale of one to five) 
 
Product producer’s/ Service provider’s risks/problems Latvia Rank Serbia Rank 
1. Lack of information 1,09 3 1,08 2 
2. Lack of experience 0,85 6 0,98 6 
3. Lack of entrepreneurism  0,78 8 1,05 5 
4. Credit conditions 0,84 7 0,92 7 
5. Lack of family support  0,75 9 0,79 8 
6. Lack of resources 1,57 1 1,26 1 
7. Lack of space/equipment 0,91 5 1,06 4 
8. Lack of demand for the product/service  1,24 2 1,07 3 
9. Lack of employees  0,96 4 0,78 9 
Source: Authors’ calculations according to the results of the structured interviews 
 
The craftsmen interviewed in Latvia have pointed out the lack of resources, demand for the product/service, and 
information as the most topical problems or the main risks. The rest of the risk zones have been assessed as less 
substantial. Serbian craftsmen, similar to Latvian craftsmen, have highlighted lack of resources as the major 
problem, however, they have raised a particular block of risks arising from the lack of information and 
entrepreneurism, which characterizes craftsmen in particular, and the risks arising from external environment factors 
such as the lack of demand for product/service and the lack of space/equipment. 
After ranking and comparison of the obtained results, it is possible to identify the distinctively common and 
distinctively different characteristics in the assessment of risks indicated by the craftsmen of the two countries.  
Regarding the indicated significance, there are three risks that coincide – lack of resources – 1st place, lack of 
experience – 6th place, and credit conditions – 7th place. Whereas the most significant difference was detected in two 
risks – lack of entrepreneurism, to which Serbian craftsmen assigned 5th place, but Latvian craftsmen – only 8th 
place, and lack of employees, to which Serbian craftsmen assigned only 9th place, but Latvian craftsmen – 4th place. 
The rest of the risks differ only in one position. Serbian craftsmen more frequently encounter lack of information, 
family support and the lack of space/equipment, whereas Latvian craftsmen – lack of demand for a product/service.   
The information obtained during the interviews enabled the authors to find out the topicality of risks in the view 
of both countries’ craftsmen with different volumes of activities during the year and to compare these assessments, 
searching for common features and differences. In order to perform a more detailed analysis, the craftsmen were 
divided into three groups according to their volume of activities during the year – employed throughout all the year, 
employed seasonally, and working on order. 
 
Table 3. Topicality of risks in the view of Latvian and Serbian craftsmen with different volumes of activities during the year 
 
 1 2 3 4 5 6 7 8 9 
Latvia 
Regularly throughout the 
year 
1,08 0,90 0,79 0,90 0,79 1,38 0,90 1,22 1,06 
Seasonally 1,28 0,96 1,15 0,64 0,64 1,60 0,96 0,96 0,80 
On order 1,16 0,64 0,64 0,64 1,15 1,27 1,15 1,72 0,64 
Serbia 
Regularly throughout the 
year 
1,28 0,97 1,09 0,83 0,74 1,22 1,05 1,01 0,84 
Seasonally 0,90 0,93 0,90 0,87 0,95 1,43 1,06 1,09 0,84 
On order 1,01 1,01 1,10 1,07 0,72 1,18 1,14 1,10 0,67 
 
Source: Authors’ calculations according to the results of the structured interviews 
1.Lack of information. 2. Lack of experience. 3. Lack of entrepreneurism. 4. Credit conditions. 5. Lack of family support. 6. Lack of 
resources. 7. Lack of space/equipment. 8. Lack of demand for product/service. 9. Lack of employees. 
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Using a median as an average value of the data set, we can see the situation in Latvia where there are two risks 
that exceed the average risk indicator in the first group of craftsmen, three risks - in the second group of craftsmen, 
and two risks - in the third group of craftsmen. Whereas in Serbia: in the first group of craftsmen – three risks, in the 
second group of craftsmen – one risk, and in the third group of craftsmen –as many as 7 risks. The results lead to the 
conclusion that the number of risks that Serbian craftsmen consider as significant is larger than the number indicated 
by Latvian craftsmen. Perhaps the explanation for this situation is rooted in the breakdown of the two countries into 
different business competitiveness stages, since Serbia according to its economic development indicators is included 
in the stage 2, but Latvia – in the transition from stage 2 to stage 3) (The Global, 2012). 
The awareness of the most significant risks is important in current business conditions, but it is even more 
important to be aware of them while planning business perspectives when a craftsman is able to mitigate the risk 
situation by choosing one of the options for action (Luhmann, 1993). The information obtained during the 
interviews enabled the authors to compare the views of Latvian and Serbian craftsmen in this aspect. Regarding 
business perspectives, in all the options of the perspectives, the craftsmen of both countries have pointed out lack of 
resources as the most significant risk. In addition, the risks “lack of information” and “lack of space/equipment” also 
received a relatively significant rating. 
 
Table 4. The most significant risks for business expansion in the view of Latvian and Serbian craftsmen 
 
 1 2 3 4 5 6 7 8 9 
Latvia 
Continue current volume 1,18 0,78 0,70 0,83 0,89 1,46 0,86 1,43 0,86 
Expand current volume 1,12 0,93 0,91 0,93 0,79 1,24 1,03 0,93 0,86 
Expand the production of 
new 
0,80 1,11 0,60 0,60 0,60 1,62 0,71 1,01 1,92 
Serbia 
Continue current volume 0,66 0,66 0,84 1,03 0,66 1,97 1,31 0,94 0,94 
Expand current volume 1,13 1,06 1,11 1,01 0,72 1,12 1,01 1,19 0,62 
Expand the production of 
new 
1,10 0,96 1,02 0,87 0,88 1,21 1,11 0,99 0,88 
 
Source: Authors’ calculations according to the results of the structured interviews 
1.Lack of information. 2. Lack of experience. 3. Lack of entrepreneurism. 4. Credit conditions. 5. Lack of family support. 6. Lack of 
resources. 7. Lack of space/equipment. 8. Lack of demand for product/service. 9. Lack of employees. 
 
The distinctive difference is caused by a serious concentration of risks in the view of those Serbian craftsmen 
who would like to expand the present volume of their business. To determine the reason for this situation, it would 
be necessary to perform more extensive research in Serbia.  
Since the beginning of the 21st century, risks have obtained not only a theoretical, but also a very distinctive 
practical topicality (Beck, 1992; Giddens, 1999), thus being regarded as a typical phenomenon characterizing 
entrepreneurship (Kutnjak & Radović, 2011). The risk awareness, analysis, and choice of options for activity in a 
concrete situation is to a large extent determined by the extent and level of general and special knowledge. The 
general level of formal education of the craftsmen interviewed in Latvia is higher than that of craftsmen interviewed 
in Serbia, which could be one of the reasons for the higher concentration of risks in the Serbian craftsmen’s 
assessments. The studies performed in Latvia on starting up micro-enterprises give evidence that together with 
experience accumulation, the severity of risks that people encounter when they are just about to start a business 
decreases, with the exception of three risks – financial problems, lack of demand for product/service and uncertainty 
problems, which after starting up a business become even more serious within the totality of all risks (Kruzmetra et 
al., 2010).   
 
2.2 Planned directions of activities for the improvement of the entrepreneurship situation   
 
In order to mitigate the risks of entrepreneurship, the readiness to learn, supplement existing knowledge as well 
as acquire new knowledge both in general terms and in issues directly related with professional activity are of 
crucial importance, because the main feature of the knowledge economy is the increased significance of knowledge 
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as a production factor. Innovation in the knowledge economy comes from creativity, and it can be often found in the 
activity of new and small enterprises (The OECD Innovation Strategy), thus in the activity of a craftsman as an 
individual entrepreneur.  
The interviewed craftsmen both in Latvia and Serbia showed a fairly distinctive interest in their knowledge 
improvement. Such a statement was claimed by 92% of craftsmen interviewed in Latvia and 100% of craftsmen 
interviewed in Serbia. Serbian craftsmen, as the most appropriate study form would choose different courses and 
seminars that take place over several days (72.7%), whereas Latvian craftsmen would prefer a one-day gathering 
that would include both lectures and practical trainings (74%). The reasons for these differences could also be the 
different education level of the respondents, the demand for the produced product and the economic situation in the 
country.  
Regarding the content of the issues in which craftsmen would like to improve their knowledge, there were three 
areas mentioned – advertising, marketing, and comprehension of cultural heritage.  However, according to the 
figures aggregated in Figure 5, the level of interest in one or the other issue varies by country. In Serbia, the demand 
for marketing knowledge dominates, while in Latvia – the knowledge that would provide a better comprehension of 
the essence of cultural heritage and its application opportunities in the development of a craft product is in greater 
demand.  
 
Table 5. The preferred directions for improving knowledge, in the view of Latvian and Serbian craftsmen 
 
Country Advertising Marketing Comprehension of cultural heritage 
Latvia 12.0% 22.0% 66.0% 
Serbia 6.8% 84.1% 9.1% 
Source: Authors’ calculations according to the results of the structured interviews 
 
The demand for advertising and marketing knowledge is definitely related to the opportunities and increase the 
sales of the product (goods and services), to make profit from entrepreneurship. The desire to increase knowledge of 
cultural heritage and its application opportunities in the development of a craft product is determined by growing 
interest in cultural heritage, both as an intrinsic value of heritage as a collective memory of the society and its 
instrumental value, which finds its expression in social and economic value of cultural heritage (European Expert 
Network on Culture). The increasing interest in cultural heritage as a significant attribute of a craft product, as 
demanded by consumers, determines the readiness of producers to satisfy this demand. In general, the desires 
expressed by both countries’ craftsmen regarding the preferred knowledge to be improved reveal a certain 
comprehension of such requirement characteristic to knowledge economy such as customer and market orientation.  
Apart from broadening and deepening knowledge for the improvement of the business situation, under new 
economic conditions, the ability to establish contacts with other subjects involved in similar business, both locally 
and at the national level and to search for cross-border co-operation, is of great importance. 
 
Table 6. The preferred directions for expanding co-operation, in the view of Latvian and Serbian craftsmen 
 
Expand co-operation Co-operation in local 
territory  
 
Similar product 
cluster  
 
Cross-border 
contacts 
Not planning expand 
co-operation 
Latvia 
At current volume  8  9  5  2  
Expand current volume 5  7  8  0  
Expand new product/service 
development  
0  1  5  0  
TOTAL 13  - 26.0% 17 – 34.0% 18  - 36.0% 2  - 4.0% 
Serbia 
At current volume  2 0  3  0  
Expand current volume 0  9  8  0  
Expand new product/service 
development  
0  1  21  0  
TOTAL 2 – 4.5% 10 – 22.7% 32 – 72.8% 0 – 0.0% 
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Source: Authors’ calculations according to the results of the structured interviews 
 
 
 
Both Latvian and Serbian craftsmen see the development of co-operation in all three directions. Consequently, 
the expanding of co-operation is regarded as an important support for entrepreneurship. However, research results 
give evidence that the choice of co-operation in favour of one or another option is primarily determined by the 
business perspective vision. Latvian craftsmen have assigned approximately similar assessments to the formation of 
common product clusters (food craftsmen, potters etc.) and the expansion of cross-border cooperation, at the same 
time assigning a rather significant role to the creation of different product/service providers chain in a local territory 
(blacksmith - cheese preparers - weaver - bath service provider for the same group of visitors). Whereas Serbian 
craftsmen have put the main emphasis on establishing cross-border contacts. The analysis of all the studied groups 
of craftsmen show that the establishment of cross-border contacts is of maximal interest for those craftsmen that are 
inclined to introduce new products/services to their business.  
 
3. Conclusion 
 
1. Craftsmen, as micro-entrepreneurship performers regardless of their current volume of employment in both 
Latvia and Serbia are characterized by the desire to expand and improve their activity as well as introduce new 
products, which corresponds with development tendencies both in the European Union and worldwide.  
2. The study enabled the authors to detect those business risks that are more distinctive in a particular country, 
for example, the lack of entrepreneurism is more serious in Serbia, while the lack of employees for doing business – 
in Latvia. At the same time, the craftsmen of both the countries have claimed the lack of resources, the lack of 
demand for a good/service and the lack of information as the most serious risks for doing business, the mitigation of 
which mainly depends on the economic policy implemented in the country.  
3. In the economic policy of the both countries, it is necessary to promote the development of  business 
competitiveness pillars such as improvement of information space and the creation of a more favourable situation 
for the sales of goods and provision of services, as well as the dissemination of the knowledge and skills most in 
demand for doing business, as indicated in the assessment of business risks. 
4. Crafts tendency to expand production indicates the desire to take a larger public place in the overall 
entrepreneurship of the country. Therefore, this tendency determines the urgency to conduct representative and more 
structured surveys on crafts, which would analyse not only craftsmen as a single set, but would also concentrate 
more on particular groups of craftsmen, their regional location, the impact of a craftsmen’s gender and education on 
entrepreneurship etc. The comparison of Latvian and Serbian craftsmen’s small groups gives evidence of the 
necessity of such in-depth study, which could expand to include craft activity in other countries as well.  
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